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Report to,Gordon Cavanaugh, Administrator, Plarmsers Home -
Administraticn; by D. L. Scantlebnry, lirector, Pinancial and
Genczal Managemant Studies Div.

Contact: Pinancial and General Managene¢nt Studies Liv.
organization Concerned: Department of Agriculture.

A study of the Farmers Rome kddainistrotican's (Pmld‘'s)
systea for depositing county otfice loan collectiona inm-the
Federal Reserva Bank concentrated or the time reguired to nmake
depaosits ana the additional interest cost vhich the Trassviy aay
incur because of delayed deprasits. Durdng fiscal year 1979,
county office loan collections totaled o 'ur 2.4 billion-anl
avaraged almpost %9.8 million a day. An uverage of 8 dayi. vaa
required to deposit loa: cellections tc the Treasvry's account
at the St. Louis Reserve Bank. Nail tise between county offices
and the National Pinance Office averajed ° days, and j[atiocual
vinance Gffice processing time c«veraged S days. If the daily
county office loan collections hadl been dejosited more guickly,
Governasnt interest costs could have Leen reduced ky about
$642,000 for eaca lay that the deposits were accelerated. After
the study wvas compieted, TalA hired sdditional personmal to
process collections at the National Office. Because sail delays
sare inherent in the current systes and workloads are espected to
increase, FaHA 3hould examine alternative wa.s of dezositing
county office loan collections. Several systess could decrease
the time required to deposit county office collectiaons: use of
local bank accounts, the Treasury tax and lcan systea, lock
boxes, and electronic funds transier tschnigues. ) study,
including a cost-benefit evaluation, should be sade¢ cf each
system. (ERRS)
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Mr. Gordon Cavanaugh, Adainistrator
Farmers Home Admin_stration
Department of Agriculture

Dear Mr. Cavanaugh:

We have completed a study of selected aspects of the
Farmers Home Administration's (FmAA's) system for depositing
county office loan cullections in the Faderal Reserve Bank.
Our study concentrated on the time reauired to make devosits
and the additional interest cost which the Treasury may in-
cur because of deiayed deposits. This report is tc inform
you of our stuldy results.

During fiscal year 1977 county office ldan collections
totaled over $2.4 billion and averaged almost §9.8 million
a day. Our study showed tha: an average of 8 days was re-
quired to deposit loan collections to the Treasury's account
at the St. Louis Federal Resyrve Bank. Mail time between
the county offices and the wi::cional Finance Office averaged
3 days, and National Finance Office processing time averaged
5 days.

Deposit delay., to the extent that they involve addi-
tional borrowing by the Department of the Treasury, denerate
unnecessary interest costs. If the daily county office loan
collections had been deposited quicker, we estimate that
Government interest costs could have been reduced by about
$€42,000 for each day that the deposits were accelerated.

After we completed our study, FmEA hired additional per-
sonnel to process collections at the National Finance Office.
mHA officials told us that collections are now promptly oroc-
essed and the only delay in making deposits results from the
mailing time between the county offices and the National
Finance Office.
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FmHA'g recognition of the need to reduce deposit de-
lays and its hiring <f additional personnel to eliainate
procesging backlogs at the Natiornial Finance Office arte a
good start. However, more needs to he done. Mail delays
are inherent in the current deposit system. In addition,
workloads should increasa as the loan praograms grow and
FmHA may not alwzys be able to hire additional personnel to
handle the workload. Therefore, FuHA should examine alter-
native ways of Aepositing county office loan collections.

Several systems are available whi<h cotld decreage
the time required to deposit county office collaections.
These include 1se of local bark accounts, the Tieasury tax
and loan system, lock boxes, and electronic funds transfer
technigues. Thes  alternatives are not all inclusive, but
are the solutions ith the lest potential suggested by
various Government und private sector individuvals with =x-
tensive ¢’ sh managemeat experience. FEach system has advan-
tages and disadwvantages. and before any is adouvtad, a stuily.
incluging a cost/henefit evaluation, of each system, shculd
be made.

We discussed the results of our FmAA study with Depart-
ment of the Trezgury otficials hecause the Trcasury has
Governmert-wide resvonsibiiities for cash managemnent and it
incurs additional interest costs when colieccions are not
promptly deposited. The Treasury officials agreed that
FmHEA'S county office loan collections should be wmore promptly
deposited, and they offered to work with your staff to reduce
deposit delays.

We briefed members of your staff on the results of our
study and suggested that they work with the Treasury to se-
lect the best methods of reducing the time required to make
deposits. Your staff agreed with the results of our work
and to study, with Treasury assistance, the various methods
of reducing deposit delays.

Because of FmHA's actions to solve deposit delay orob-
lems, we are not making any reccmmendacions at this time.
We would, however, aporeciate being informed of the progress
you make in resolving the county office deposit problems.
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We are sending copies ot this report to the President's
reorganization staff involved in reviewing Federal cash man-
agement; the Director, Office of Budits. Department of Agri-
culture; and the Assistant Commissioner, Banking anéd Cash
Manageoment, Bureau of Government Financial Operations, De-
partment of the Treasury. We appreciate the courtesies and
cooperation shown to us by your representatives during this
study.

Sincerely yours,

D. L. Scantleburv
FifeCtor





